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Stockholders 
Have 
Their Say 
The buzz of conversation mounts as 
men and women gather at the door-
ways, pick up programs, gradually 
move into the hall and take seats. Old 
friends lean out over the aisles to greet 
each other. Chatter reaches its peak 
and then diminishes as latecomers 
bustle into their places. Voices hush 
and all eyes turn to stage front, ex-
pectantly. For it's the show of the y e a r -
one performance only—and the price of 
a seat can be in the thousands of dol-
lars. It's the annual stockholders meet-
ing of United Synergistic Corporation. 
Call an annual meeting a show? 
Why, sure. Management is on show. 
It's a day of reckoning in which Mrs. 
Hometown with two shares and Mr. 
Mogul with ten thousand get to see 
just what has been going on in the 
executive suite and how these goings 
on have affected sales and earnings of 
the corporation as well as the value of 
the ticket of admission: shares. It's 
also the opportunity for shareholders 
to show their stuff to management by 
8 registering approval or disapproval 
through their proxies or direct votes. 
And, if the audience is a lively and in-
volved one, it can be a very exciting 
show. 
Typically, the script goes like this: 
The chairman or president of United 
Synergistic calls the meeting to order 
and introduces the directors and impor-
tant company officers. He also intro-
duces the auditors. Votes are collected 
for tabulation. In the meantime the 
chief executive officer will describe the 
corporation's ups or downs for the past 
year. He'll detail mergers and acquisi-
tions, describe capital outlays and new 
product breakthroughs. If things are 
rosy, he'll emphasize the bright spots. 
If the company has been suffering, he'll 
do some justifying. And then, just be-
fore the results of stockholder voting 
are announced, he'll throw the meeting 
open to questions from the floor. 
This is the climactic point of the 
meeting. If enough stockholders, no 
matter how humble their holdings, 
stand up and let themselves be heard, 
the annual meeting can be lively the-
ater. If stockholders are shy, the meet-
ing will be a cut-and-dried lecture 
presentation, to the relief of the cor-
porate officers in the spotlight. 
When stockholders do ask questions, 
management does most of the answer-
ing. However, stockholders frequently 
request that they be permitted to ad-
dress their questions directly to the 
auditors or, on other occasions, man-
agement may refer questions to the 
auditors. The Haskins & Sells repre-
sentative, for example, may be asked if 
the Firm received full cooperation 
from management while making its 
audit, how frequently the auditors met 
with the audit committee. Have the 
auditors checked for inventory obso-
lescence? Have the auditors noticed 
any problems in the collection of ac-
counts receivable? 
More and more stockholders have 
been asking questions lately, and the 
information they seek is not always in-
cluded in the handsomely packaged 
annual reports that are issued before 
these once-a-year conclaves. Even 
though items are detailed in print, they 
often must be clarified orally for the 
stockholders. 
Stockholder questions typically re-
flect the shareholder's own financial 
interests. When will dividends be in-
creased? Can't the company hold costs 
down better? Was such-and-such an 
expenditure necessary? Aren't execu-
tive salaries too high? W h y were 
bonuses increased? The more sophisti-
cated investors might note in the an-
nual report that the reason why the 
company's earnings for the year were 
lower than expected could be traced 
to the writeoff of an expensive research 
program. They could question the 
method used to account for these costs. 
Not all questions concern finances, 
especially with the growth of social 
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consciousness. Companies may be 
questioned about doing government 
work connected with the Vietnam war, 
or about discrimination against minor-
ity groups in hiring. Ecology is a very 
"in" subject this year, so much so that 
the text of many annual reports in-
cludes a section pointing out that the 
company has invested so many dollars 
on anti-pollution emission devices or 
waste recycling techniques. The chief 
executive officer is apt to expound on 
such social themes at the annual 
meeting. 
The reason why management is 
primed now to expect questions of 
varying complexity from the floor, in 
contrast to the 20s and 30s when cor-
porations were less concerned with 
shareholders' rights, is due in no small 
measure to the evolution of a small 
but vocal squad of professional share-
holders, some of whom are christened 
by the press as "corporate gadflies," 
These people own or represent shares 
in many different companies and travel 
the March to June circuit of annual 
meetings, fully prepared to raise ques-
tions of management and to press for 
what they regard as desirable reforms 
in company policies or practices. 
Generally considered the deans of 
these professional skeptics are the 
brothers Lewis and John Gilbert. From 
the standpoint of management and 
stockholders alike, they are variously 
considered anathema (they're disrupt-
ing the meeting), tolerable (at least 
they're talking sense) and welcome 
(they raise some good points). The 
Gilberts have earned the grudging re-
9 spect of the executives of most cor-
porations in which they hold shares, 
because they have done their home-
work well. Although corporations al-
most always have the votes to defeat 
resolutions initiated by independent 
shareholders, the persistent efforts of 
the Gilberts and other professional 
shareholders have influenced many 
companies to make changes. These in-
clude the adoption of cumulative 
voting, issuance of detailed post-meet-
ing reports and the staging of annual 
meetings in big cities within easy reach 
of many stockholders, instead of in 
smalt towns that are hard to get to. 
When one of the Gilberts is present at 
an annual meeting with crammed brief-
case and active tongue, other stock-
holders who otherwise are likely to be 
hesitant to stand up and address the 
platform are often emboldened to do 
so. 
The Gilberts have also been indi-
rectly invaluable as a sort of research 
tool. Since their questions—and com-
plaints—embrace virtually every aspect 
of a corporation's activities, companies 
keep tabs on the queries the Gilberts 
have made in the past and try to fore-
see what questions they will ask next 
year. A n annual report of their cover-
age of annual meetings is among the 
required reading of executives. Haskins 
& Sells, like other accounting firms, 
watches the Gilberts to gauge possible 
issues for discussion. The partner in 
charge of the Haskins & Sells audit, 
usually accompanied by the principal 
on the audit, confers with the com-
pany's chief officers prior to the annual 
meeting. And, of course, the H&S con-
tingent will attend the stockholder 
meeting. 
Consider as an example three annual 
meetings of large corporations that 
were held in Manhattan in one week's 
span and were attended by partners 
of the H&S New York Office. One was 
that of a bank holding company and 
the chief H&S representative was Gene 
Larkin. The second was a paper prod-
ucts company, with Chauncey Norton 
on hand for H&S. The third was an 
industrial gas and metal alloys manu-
facturer and the H&S partner there 
was Gil Tinker. Average attendance at 
these three meetings was about four 
hundred, and the sessions ranged from 
short to long and from dull to lively, 
depending on the degree of stockholder 
participation. 
Barely had the bank holding com-
pany meeting gotten underway when 
John Gilbert was on bis feet complain-
ing about the procedures being fol-
lowed in soliciting proxies, Gilbert was 
the most active stockholder to speak up 
at the meeting. Among other matters 
Gilbert inquired about were the num-
ber of board of directors meetings held 
during the year and the fees paid to 
directors; he asked if any savings banks 
owned shares in the company. He also 
voiced disapproval of the "stagger sys-
tem" of electing directors, in which 
only part of the board is up for election 
each year. 
John Gilbert's performance at this 
meeting was typical of the Gilberts' 
usual line of questioning. After the 
meeting, however, Gene Larkin ex-
pressed some surprise that no questions 
had been raised concerning the new 
financial reporting format used in re-
porting results of bank operations in 
1969. As Gene explained, this new 
format for banks and bank holding 
companies calls for identification of the 
amount of net income—which is spe-
cifically labelled as such—for the first 
time. The new format was prescribed 
by the federal regulatory authorities 
last year after extended discussions 
with the accounting profession and 
other interested parties. 
The annual meeting of the paper 
products manufacturer was short and 
brisk—largely because only one share-
holder, a woman, spoke up from the 
floor. Chauncey Norton was not called 
upon to respond to any queries and, 
after the meeting, he observed that no-
body in the audience had commented 
on a change in accounting procedures 
in which a 40 per cent owned sub-
sidiary was now being carried on an 
equity basis instead of at cost, as 
before. 
Liveliest of the three annual meet-
ings, because of the number of share-
holders who took part and the variety 
of questions asked, was that of the 
industrial gas company. 
In a session punctuated by heated 
complaints about slow growth and 
heavy long term financing, the chief 
executive officer still was able to em-
phasize the positive in terms of a new 
steel refining process, an anti-pollution 
project that has effectively controlled 
"secondary effluents" and a successful 
job training program for high school 
dropouts. One stockholder criticized 
money invested in rehabilitating drop-
outs when "college kids are going 
begging for summer jobs." He was as-
sured that the dropout training pro-
gram has more than paid for itself and 
that the company at the same time was 
carrying out an effective program for 
college students. 
The rest of the question-and-answer 
period got down to the fine points of 
finance. The dividend has been cut but 
executive salaries and pension costs 
have climbed—why? What is the com-
pany doing to "keep inflation down" 
by cutting costs? Why is the company 
borrowing so much; what kind of com-
pensating bank balances are being 
maintained? What objectives have been 
mapped to justify such heavy capital 
expenditures? What is the extent of 
stock holdings in the company by 
officers and employees? Why did the 
company have to pay an outside or-
ganization to solicit proxies? Why is the 
board of directors being reduced and 
how many board meetings are held in 
a year? What are the fees for directors? 
Gil Tinker was also questioned. 
Since it is a tight money period, did 
the auditors note any slowdown in col-
lection of accounts receivable? "Audit-
ing procedures take careful note of 
accounts receivable collectibility." Was 
there appropriate provision for inven-
tory obsolescence? "Consideration was 
given to these matters both by the 
company and by us and we are satisfied 
that the inventory has been properly 
stated in the financial statements." 
What was the extent of the audit? "We 
go to all major locations and make a 
selection of smaller locations for pe-
riodic inspection." 
Whether stockholders are very much 
in the act or choke up from stage fright, 
the expressed attitude of most man-
agement is patient, polite and profes-
sional. After all, it's just a once-a-year 
performance after an entire year of 
workday in and workday out rehears-
als. Attention must be paid to an audi-
ence—and isn't that appropriate for a 
cast of professionals? 
The review is already in—blocked in 
among the last few pages of every 
annual report. It says the performance 
has been evaluated and "presents fairly 
the financial position and results of 
operations . . . in conformity with gen-
erally accepted accounting principles 
applied on a basis consistent with that 
of the preceding year." The critic has 
signed it: "Haskins & Sells." • 
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